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SEEKING GRANTS FROM FOUNDATIONS 
by Bryan Grehan 
 
Before even thinking of approaching charitable trusts for funding, consideration needs to 
be given to a whole range of issues.  As with many endeavours, preparation paves the 
way for success. 
 
We now look at some of the issues: 
 
A PREPARATION 
 
 
1. IS THERE A CASE ? 
 
How high a priority is the purchase or project ? 
Is it the best use of resources ? 
 
2. HOW COMMITTED IS THE ORGANISATION TO THE PROJECT/ 
ITEM? 
 
Is the organisation making any financial contribution ? 
Is the project being supported by volunteers and/or with other structural or staffing 
contribution from the organisation ? 
 
3. IS IT SOMETHING THAT WOULD INTEREST TRUSTEES ? 
 
Check data files on trust guidelines. 
 
4. WHO SHOULD WE ASK ? 
 
Check timing of grant rounds and amounts generally available.  Check on history 
of grants to similar organisations for similar purposes. 
 
5. HOW MUCH SHOULD WE ASK FOR ? 
 
Research average grant figures for each trust and amounts provided for similar 
projects/items. 
 
6. BEFORE WE START WRITING ? 
 
Decide whether to use a professional submission writer.  If so, it must be someone 
who can quickly understand the organisation’s culture.   
 
Gather all the facts, letters of support, any appropriate plans or quotes or photos.  
Ensure research is independent/credible. 
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Read applications forms and guidelines in detail and perhaps telephone trustees to 
double check that the proposal is of a type and amount that may currently appeal 
to the trustees. 
 
 
B WRITING THE SUBMISSION 
 
1. EXECUTIVE SUMMARY (OR COVERING LETTER) 
 
Should be no more than one page.  Four paragraphs could be: 
 
- The need/problem; consequences for people (quote facts) 
- What we intend to do about it. 
- What we need to do this. 
- What we want by way of a grant from this trustee. 
 
2. THE NEED 
 
Quote facts and figures. 
Trustees are usually interested in helping organisations to help people.  
 
3. THE PROJECT 
 
Description  
 
A concise overview. 
 
Resources 
 
Staffing, equipment etc 
 
Management/Expertise 
 
If there is no experience in the organisation, can it be imported ? Trustees will 
want to feel that the project can be successfully completed. 
 
Timeframe 
 
Proposed starting and completion dates (if applicable) 
 
Duplication/Co-operation with others 
 
Can we work with other organisations/government departments to achieve cost 
efficiencies or superior benefits for clients? 
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Can we honestly tell trustees that we have checked to see that we aren’t 
duplicating other efforts unnecessarily ? 
 
Evaluation & Reporting 
 
Tell the trustee when they will be issued with progress reports and final reports 
(refer to their guidelines). 
 
Show who will evaluate progress.  How will we know the project has been a success and 
how will the trustees know?  Have quantitative goals as far as possible - but don’t forget 
qualitative as well. 
 
Benefits to the community/humanity etc 
 
Will information/knowledge gained be widely shared for the benefit of others? 
 
Just who will benefit, where and how if the project is a success? 
 
Budget 
 
Show cost of staff, administration support, travel, accommodation etc.  With 
capital works advise as to whether it is a fixed price contract. 
 
Show how it is intended to fund the project, e.g. 
 
- Total Cost 
= 
- Trusts & Foundations 
- Organisation’s contribution 
- Donation from XYZ Corporation 
- Fundraising from public 
 
Budget should be realistic given needs. (Trustees may not consider that a new 
Range Rover is necessary for transport!) 
 
Applications to other trusts and foundation and government 
 
Show amount requested, name of trust, and when an answer is expected. 
 
Confirm that we will advise all trustees as soon as any success is notified. 
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4. ORGANISATIONAL INFORMATION 
 
History, Mission, Objectives, Structure & Staffing, Incorporation, Tax Status, 
Activities & Services, Financial Performance (comment on administration 
expenses) and Funding (level of government funding etc). 
 
Don’t overdo this if the Annual Report show most of this quite clearly - normally 
kept to one page. 
 
5. CONCLUSION 
 
Restate the request for grant; refer to how the proposal meets the stated guidelines 
and restate the benefit/s to people. 
 
Understand the trustee’s position on public recognition and, if appropriate, state 
how the donors generosity will be recognised. 
 
 
C AFTER THE DECISION 
 
ACCEPTING “NO” GRACIOUSLY 
 
Never get angry.  Accept that there is often simply not enough money to fund all 
worthwhile proposals.  Ask for feedback in a nice way - perhaps there is something we 
could have done better. 
 
Trust staff may give an insight into the current thinking of trustees which will help in 
future. 
 
Some trustees have a policy of not commenting at all - just accept that that is their right. 
 
THANKS & RECOGNITION OF DONOR & TRUSTEES 
 
Remember to write and thank the trustees.  In some cases a certificate or plaque may be 
presented at a morning tea etc.  Recognition is positively discouraged by some trustees 
and positively required by others - make sure we know who wants what and ensure they 
get it. 
 
With trusts and foundations remember it is the original donor who should get most 
recognition, not the trustee company which is simply carrying out the donor’s 
instructions.  
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REPORTING TO THE TRUSTEES 
 
Ensure trustees get reports as and when they require them. 
 
If reports are not mandatory, a final report should still be done, complete with evaluation, 
photographs, and anything else that is pertinent. 
 
 
MAINTAINING THE RELATIONSHIP 
 
Grant seeking should not approached from a “what can we get from whom” perspective.  
Rather it should come about as natural partnerships occur, that is, our project or purchase 
would have been of interest to the original donor. 
 
A good relationship can be built as much by knowing when NOT to apply for a grant as 
knowing when to apply. 
 
It is built by keeping trustees informed about the organisation and its achievements for 
people and by keeping in touch when sometimes things aren’t going so well. 
 
After the final report has been lodged, diarise to send an Annual Report and place trust 
staff on the invitation list for any major functions. 
 
Don’t be greedy.  Trusts will give a helping hand from time to time - they don't want to be 
plundered by the same applicants time and time again. 
 
Prepared for “Ready for the Challenges of 1998” - by Bryan Grehan, Queensland 
Submission Services Pty Ltd, Tel (07) 3396 9239. Email qss@odyssey.com.au. Internet:  
http//www.odyssey.com.au/qss  
 
 
________________________________________________________________________ 
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RAISING FUNDS FROM DEBENTURES AND APPROVED DEPOSIT FUNDS 
By Rhonda King 
 
 
CAPITAL RAISING BY NOT-FOR-PROFIT ORGANISATIONS  
 
The capital raising discussed in this paper relates mainly to the issue of securities, 
including debentures, and approved deposit funds.  This requires the public to provide 
funds, which are not donations, but which are investment funds given to the NFP in 
accordance with the guidelines of the issue of those securities by the NFP. 
 
The decreasing amount of funding available through Government grants and the 
increasing pressure on money available by way of donation has and will force more 
NFP’s to seek funding through alternate means rather than the traditional base for funding 
in the past.  One alternative means of fundraising is seeking money on the basis that it 
will be repaid or there will be a return on the investment to the persons, companies or 
institutions prepared to advance funds to the NFP. 
 
However, where this type of capital raising is effected using requests for funding from the 
public, the rules for capital raising contained in the Corporations Law (being the 
prescribed interest provisions) may well apply.  How these rules work and how an NFP 
may seek an exemption becomes very important as the cost of compliance can be 
prohibitive. 
 
Under a policy statement of the Australian Securities Commission, when fundraising 
activities seek to raise money on the basis that the money will be repaid or there will be a 
return on the investment (such as the issue of debentures) then the Corporations Law will 
apply.  In particular, the prescribed interest provisions of the Corporations Law will apply 
and the issue of a prospectus and other strict compliance procedures may well be 
required. 
 
The Corporations Law will not however apply to: 
 
 (a) donations sought and provided to NFPs; 
 
 (b) incorporated associations raising funds provided that such fundraising is 
conducted within the state of incorporation of the association; 
 
 (c) the borrowing of monies by NFPs not incorporated under Australian law; 
 
 (d) school enrolment deposits; 
 
 (e) approved deposit funds.   
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Therefore, NFPs may be placed into two categories for the purposes of this paper in 
accordance with whether or not provisions of Corporations Law will apply to fundraising 
proposed by an NFP.  Those 2 categories are: 
 
1 NFP’s registered under the Corporations Law or a law to which the Corporations 
Law applies. 
 
 Those entities which are registered under the Corporations Law such as 
companies limited by guarantee and other entities to which the Corporations Law 
applies must comply with the prescribed interest provisions of the Corporations 
Law. 
 
2 NFP’s that are registered associations under the Associations Incorporation Act 
 
 Associations registered under the Associations Incorporation Act are not governed 
by the strict rules of the Corporations Law when involved in capital raising. 
 
If the NFP is an incorporated association and the provisions of the Corporations 
Law do not apply, what are the instruments that can be used to raise capital and 
how are they issued? 
 
1 Secured Advances 
 
Secured advances are funds invested by the public or members of the NFP 
pursuant to the terms of a security document which is registered against the assets 
of the NFP.  This is to ensure that the investor obtains first charge over the assets 
of the NFP in the event that the NFP fails to repay the investment.  The major 
types of securities that can be issued by NFPs are debentures and mortgages of 
leases or land. 
 
Although the issue of securities (including debentures) in these circumstances will 
not be subject to the Corporations Law and a prospectus is not required to be 
issued, the offer encouraging or requesting investment, even if the offer to invest 
in an issue of debentures or other securities is only made to a small group of 
members of the NFP, should always be accompanied by an information 
memorandum to avoid any allegations of misrepresentation from disgruntled 
investors in the future.  The information memorandum should describe the 
structure and method of operation of the NFP;  the senior personnel in positions of 
authority with the NFP; details of how to invest; the security provided; and the 
terms of repayment. 
 
2 Unsecured Advances 
 
 In contrast, unsecured advances are any investment made by an investor to an 
NFP without security.  If the investment is not repaid, the investor is an unsecured 
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creditor and its rights of action remain to sue the NFP on the terms of the 
investment document.  Methods of documenting unsecured loans include: 
 
- loan agreements; setting out the term, interest rate and repayment date for 
the investment. 
 
- an acknowledgment of debt; being an even simpler document than the loan 
agreement setting out the terms on which monies have been advanced to 
the NFP. 
 
- promissory notes; being a written promise by the NFP to repay advanced 
monies together with interest (if relevant) to the investor. 
 
 Again, an information memorandum should accompany any offer for unsecured 
loans by an NFP. 
  
Prior to the issue of the above loan documents, whether or not they constitute securities, 
the question of stamp duty must be considered.  In Queensland, if the NFP is a public 
benevolent institution or other charitable group then it is likely that it will be able to apply 
for exemption from stamp duty on the funding documentation under the provisions of the 
Queensland Stamp Act.  Pursuant to Section 69A of that Act, where a security is issued 
for a loan to: 
 
- an educational institution 
 
- a public benevolent institution (or the trustees of that institution) 
 
- an institution which has the principal object of education; a rural 
training school; a kindergarten or pre-school; the relief of poverty; 
the care of the aged, sick, infirm or afflicted 
 
- an institution that the Minister declares has a charitable object or 
the public good as its main object; 
 
- a religious institution;     
 
and the loan monies are used for the charitable purposes of that body then the security 
will be exempt from duty. 
 
However, if the NFP is not an exempt body under the Stamp Act then the amount of duty 
payable on the funding documentation must be taken into account.  The duty rates 
applicable in Queensland are the mortgage rates which are calculated at 40c per $100.00 
advanced.  Registration fees for securities must also be taken into account such as for 
debentures and mortgages.  Please note that no duty is applicable on the issue of a 
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promissory note whatever the status of the NFP.  This of course makes this an attractive 
option for non-exempt NFP’s where loans to be made will be unsecured. 
 
If the provisions of the Corporations law do apply to the NFP, how does this affect 
capital raising and what exemptions are available? 
 
An issue of debentures, unless the Corporations Law does not apply to the NFP, may well 
be subject to the prescribed interest provisions of the Corporations Law unless the 
following exemptions apply: 
 
 (a) each offer to invest is over $500,000.00; 
 
(b) only 20 individual offers are subscribed within 12 months; 
 
(c) the offer is not to the public. 
 
 
Where the Corporations Law does apply to an NFP, unless an exemption from the 
prescribed interest provisions of the Corporations Law can be achieved, the request for 
funds from the public may be treated as a prescribed interest and an offer to the public to 
invest in securities and a prospectus may be required.  A prospectus is a document that 
must clearly and in detail set out the structure of the NFP, the amount proposed to be 
raised, on what basis the amount proposed to be raised will be invested and for what 
purpose and the terms for repayment or a return on the funds invested.  Financial 
information such as audited accounts and an expert's accounting report are also usually 
included as are details of the board of the NFP. 
 
The prospectus must be lodged at the Australian Securities Commission and registered 
prior to issue to the public.  Because of the due diligence process required to ensure the 
information contained in the prospectus is correct, the requirement for accounting reports, 
the preparation and printing of the prospectus, the cost of issue of the prospectus can be 
quite prohibitive.  Depending on the method of fundraising proposed, a trustee may also 
be required to ensure that the rights of the investor are properly protected.  This would 
then also include the preparation of a trust deed and the annual fee required to be paid to 
that independent trustee to monitor the operation of the NFP.   
 
The Federal Government has announced that a Corporate Law reform program will 
shortly be put into place (“CLERP”).  This important series of proposals has been 
designed to reduce the cost of fundraising by Australian companies and will also apply to 
NFP’s.  The major initiatives contained in the CLERP proposals are: 
 
(a) Companies will be able to raise a maximum of $2,000,000.00 each year 
from up to 20 persons without issuing a prospectus or other disclosure 
documents. 
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(b) Companies will have a once off ability to raise up to $5,000,000.00 
through a broad based offer using an offer information statement rather 
than a full prospectus. 
 
(c) The sophisticated investor exemption will be extended to allow 
investments of less than $500,000.00 provided the investor has a gross 
income of $250,000.00 per annum for the previous two years or has net 
assets of $2.5 million.  A company is able to raise funds from these 
investors in any category without a prospectus or an offer information 
statement. 
 
There are also a number of proposals designed to make prospectuses shorter and more 
useful.  Issuers will be allowed to admit material which will be primarily of interest only 
to analysts or advisers.  Detailed information must  however be available on request from 
an investor.  Short profile statements will also be able to be used in place of prospectuses, 
in particular industries.  Detailed documents must be made available if requested.  
Disclosure documents will also be able to be distributed in electronic form including on 
the Internet. 
 
Again it is stressed that even if an exemption applies and the prescribed interest 
provisions of the Corporations Law do not apply to the capital raising proposed, an 
information memorandum should still be issued in a limited form to the proposed 
investors to ensure that the NFP and the committee or board members are not later held 
liable for misrepresentation by investors who have not properly understood the terms of 
their investment in the NFP.   
 
Further, certain charities (being religious, education, community and other organisations 
which are recognised in law as being formed for charitable purposes) are able to apply for 
exemptions from the prescribed interest provisions of the Corporations Law (including 
offers for debentures) pursuant to policy statement 87 from the Australian Securities 
Commission (“the ASC”).  The ASC has provided two types of exemptions from the 
capital raising provisions of the Corporations Law for charities. 
 
The two exemptions are: 
 
Group Exemptions 
 
The group exemption is for groups of charities where the objects or memorandum 
of each member of the group has a substantially similar aim.  The group must also 
state that an investment in a member of the group is supported by or benefits the 
group as a whole. 
 
A sponsor approved by the ASC is also required.  Finally, investors must be made 
aware that although recourse is available by the investor to the sponsor, the usual 
prospectus and trust deed requirements of the law will not apply. 
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The ASC will approve a sponsor that the charities be registered by the sponsor 
have common or related charitable objects; the number of charities to be 
registered as large enough to need a group exemption; the sponsor can adequately 
monitor its liability; the sponsor has the means to discharge any liability; the 
sponsor is a not for profit entity; if profits are to be made by the sponsor then 
investors must be informed of the terms and arrangements relating to that profit 
making.   
 
The ASC has provided that a group of 20 or more members is generally needed 
for a group exemption.  In certain cases a security bond may need to be lodged 
with the ASC to ensure the ASC is satisfied that liability may be met by a sponsor.   
 
The sponsor must enter into a deed hold in the form required by the ASC (Pro 
Forma 96).  The deed requires the sponsor to maintain a register of the charities 
and their investment schemes and the sponsor unconditionally accepts liability for 
those schemes and any loss or damage to investors arising.  Liability is limited to 
the amount of the investment plus accrued interest.  The ASC may direct a 
sponsor to de-register a charity.  Circumstances where such direction may be 
made are where the ASC considers the investment scheme is not within their 
policy; concludes a charity is not complying with conditions of the exemption; or 
there has been false or misleading conduct in relation to the investment scheme. 
 
The ASC may also withdraw its approval of a sponsor at any time after giving 
notice.  This is likely to occur where the ASC considers the sponsor is no longer 
able to meet liabilities if and when these occur.  If the approval is withdrawn, all 
charities registered by the sponsor then fall outside the group exemption and will 
either have to obtain individual exemptions or comply with the fundraising 
provisions of the law. 
 
Individual exemptions 
 
An individual exemption can be applied for to the ASC and does not require a 
sponsor.   
 
An applicant for an individual exemption must have the ASC register and 
identification statement.  The identification statement will set out the identity of 
the charity and the details of the scheme.  
 
Details of the structure of the charity is also required.  That is, is the charity a 
company or an incorporated body and all incorporation details for an incorporated 
body and names and addresses of all members for an unincorporated body. 
 
The ASC proceeds to register the identification statement of the charity unless the 
information is by content or omission false in a material particular or misleading 
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or deceptive.  The ASC can cancel registration of an identification statement if the 
identification statement is no longer accurate or adequate due to changed 
circumstances of the charity (and the charity fails to lodge a supplementary 
statement setting out the changed circumstances), the ASC is no longer satisfied 
as to the accuracy or the adequacy of the information contained in the 
identification statement due to new information coming to light or the ASC 
considers that the charity has not fulfilled all required conditions or that adequate 
financial statements have not been lodged. 
 
On cancellation of the registration the charity must comply with the relevant 
fundraising provisions of the law or seek registration by sponsor under the groups 
exemption or cease to be involved in irrelevant scheme. 
 
Charities must update regularly their identification statements to ensure they retain 
registration.   
 
Once an individual exemption is received then an offer document can be issued to 
investors.  The offer document must set out the identity of the charity and details 
of the investment scheme.  Investors must be warned that in the offer document 
that the ordinary protection of the law is not available.  There must also not be any 
statement or implication in any document relating to the investment arrangements 
suggesting the ASC has examined or approved the scheme. 
 
A condition of an individual exemption is that financial statements of the charity 
are lodged at the ASC within six months of the end of each financial year. 
 
Other methods of capital raising now being used more frequently by NFP’s are: 
 
Gifts 
 
Generally, the Corporations Law prescribed interest provisions will not apply to 
donations received by an NFP.  An NFP should ensure they are registered as required 
under the Income Tax Act and/or the Collections Act if these are applicable to the type of 
donation arrangement the NFP is involved in.  Even if the NFP ensures that the donation 
will not be taxable or a matter to which the Corporations Law applies in its own hands, 
this does not mean that the donation will be deductible to the entity making the donation. 
 
In Cypress Mines Corporation -v- FC of T 78 ATC 4468, a mining company made a gift 
to the Library Board of Western Australia.  The "gift" was in satisfaction of an obligation 
to pay royalties to the state government.  It was held that the payment was not an 
allowable deduction as even though there was some freedom in choosing who was to 
receive the payment, there was no freedom to decide whether or not to make the payment.  
Further, the mining company had received material advantage in making the donation 
being the elimination of its liability to the state.   
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School Enrolment Deposits 
 
The Corporations Law is also unlikely to apply to school enrolment deposits.  A school is 
eligible for exemption from the provisions of the Corporations Law where a deposit is 
required as a condition of enrolment of a child in school and rights or interests attaching 
to the deposit are merely incidental to that enrolment.  Please note in relation to school 
enrolment deposits and donations that if a school requires or suggests a donation of an 
amount to a building fund as a means as avoiding an increase in fees, there will be no 
allowable deduction for that amount (this follows the decision in CF of T -v- McPhail 
(1960) 117 CLR 111). 
 
Interest  Free Loans And Deposits (Approved Deposit Funds) 
 
Certain deeming provisions were introduced into the Social Security Act in 1991 to 
encourage pensioners to rearrange their financiers to obtain higher rates of return to 
improve their total income.  The Minister for Social Security under these new provisions 
may exempt cash, deposits and loans from the deeming provisions which would 
otherwise apply, deeming a particular interest rate as having been received by the 
investor.  To date, Ministers have agreed that deposits and loans with churches and 
charitable development funds will be exempted from the deeming provisions if those 
loans and deposits are to be utilised for the purpose of capital expenditure on churches, 
schools, hospitals, nursing homes and welfare services.  Under the current guidelines, 
development funds operated by church and charitable organisations will be exempted 
from the deeming provisions if they meet the following criteria: 
 
 (a) the organisation applying for the exemption must be a church or a 
charitable organisation; and 
 
 (b) monies in the nominated development fund must be used for capital 
expenditure on eligible capital works in Australia. 
 
 Capital works is defined as: 
 
  "The purchase of land and the construction, or refurbishment of buildings, 
including the provision of integral fixture and fittings that are associated 
with the provision of community and welfare services, being churches, 
primary or secondary schools, nursing homes and hospitals; and the 
purchase of capital equipment by non-profit organisations for the purpose 
of assisting unemployed people and community groups to establish income 
producing enterprises." 
 
 In the case of "pooled development funds": 
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 (a) funds that accept money to on-lend to various groups within the 
organisation will be exempt provided that at least 50% of those loans and 
deposits are used for capital expenditure on eligible capital works;  
 
 (b) funds that accept money for reinvestment to generate income to be applied 
for use within their organisation will be exempt provided that at least 50% 
of that nett income is used for capital expenditure on eligible capital 
works; and 
 
(c) funds that use a combination of investment strategies will be exempt, provided 
that at least 50% of the deposits and loans and the income, is used for 
capital expenditure and capital works.  In the case of loans which are not 
paid into a pooled development fund, only part of the loan which is used 
for capital expenditure on eligible capital work will be exempt.  
 
Therefore, as the Minister for Social Security reviews each application on a case by case 
basis, an application for exemption from the deeming provisions of the Social Security 
Act must be made to ensure that interest free loans or deposits for building funds will not 
be subject to the deeming provisions of the Act.  The NFP can then actively seek 
investment of funds on this basis. 
 
In summary, with the reduction in government assistance available to NFPs and the 
increasing demand on the public for donations, NFPs are and will in the future find it 
more and more difficult to effectively fund their operations.  An alternative source of 
funding for NFPs will be capital raising through the use of debentures and other loan 
arrangements, including approved deposit funds.  This allows people to lend the monies 
to the NFP with the prospect of a minimal or perhaps no return but the security of the 
knowledge that the capital amount of the monies advanced will eventually be repaid. 
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